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DEPARTMENT  OF  EDUCATION 
34  CFR  Parts  624,  625,  626  and  627 

Institutional  Aid  Programs 

agency:  Department  of  Education. 
action:  Notice  of  proposed  rulemaking. 

SUMMARY:  The  Secretary  proposes 
regulations  for  the  Institutional  Aid 
Programs  under  Title  III  of  the  Higher 
Education  Act  of  1965,  as  amended.  The 
regulations  are  ncessary  to  implement 
the  eligibility  requirements  and 
establish  the  application  procedures  and 
selection  criteria  for  programs  of 
institutional  aid  established  by  the 
Education  Amendments  of  1980.  The 
programs  provide  assistance  to 
institutions  of  higher  education  and 
include:  the  Strengthening  Program,  the 
Special  Needs  Program,  and  the 
Challenge  Grant  Program. 

DATES:  Comments  must  be  received  on 
or  before  September  18, 1981. 

ADDRESSES:  Comments  should  be 
addressed  to  Ms.  Alfreda  M. 

Liebermann,  Chief,  Policy  and  Planning 
Section,  Institutional  Aid  Programs,  U.S. 
Department  of  Education,  L’Enfant 
Plaza,  Post  Office  Box  23868, 

Washington,  D.C.  20024. 

FOR  FURTHER  INFORMATION  CONTACT: 

Ms.  Alfreda  M.  Liebermann.  Telephone: 
(202)  245-2384. 

SUPPLEMENTARY  INFORMATION: 

A.  Background 

Title  II  Institutional  Aid  Programs 
provide  financial  assistance  to  help 
eligible  institutions  of  higher  education 
to  solve  problems  that  threaten  their 
ability  to  survive  and  to  stabilize  their 
management  and  fiscal  operations  so 
that  they  may  achieve  self-sufficiency. 
Beginning  in  FY  1982  eligible  institutions 
will  be  able  to  apply  for  funding  under 
the  following  three  new  grant  programs: 

•  The  Strengthening  Program,  which 
provides  Federal  assistance  to 
institutions  to  improve  their  academic 
quality,  institutional  management,  and 
fiscal  stability. 

•  The  Special  Needs  Program,  which 
provides  Federal  assistance  to 
institutions  with  special  needs  to 
strengthen  their  planning,  management, 
and  fiscal  capabilities. 

•  The  Challenge  Grant  Program, 
which  provides  Federal  assistance  on  a 
matching  basis  as  an  incentive  for 
eligible  institutions  to  seek  alternative 
sources  of  funding. 

These  programs  provide  funds  to  plan, 
develop,  and  implement  activities  for: 
the  development  of  academic  programs 
and  faculty;  administrative 


management;  acquisition  of  equipment 
for  use  in  management  of  funds  and 
academic  programs;  joint  use  of 
facilities  such  as  libraries  and 
laboratories;  and  student  services. 

Federal  assistance  under  these 
programs  is  not  intended  to  supplement 
the  operating  expenses  of  grantees  or  to 
supplant  what  an  institution  would 
otherwise  spend  to  carry  out  activities 
allowed  under  the  programs.  The 
purpose  of  these  programs,  rather,  as 
expressed  in  Section  301  of  the  Higher 
Education  Act,  is  to  assist  eligible 
institutions  to  carry  out  activities  that 
enable  them  to  become  “viable,  thriving 
institutions  of  higher  education”;  i.e., 
self-sufficient. 

Thus,  the  Secretary  provides  the 
following: 

•  Planning  grants  to  enable  designed 
colleges  and  universities — including 
branch  campuses  that  meet  special 
eligiblity  requirements — to  develop  long- 
range  plans  for  self-sufficiency  if  they 
do  not  already  have  acceptable  long- 
range  plans.  Planning  grants  under  the 
Strengthening  Program  may  also  be  used 
to  assist  in  the  development  of  an 
application  for  a  development  grant. 

•  Development  grants  to  enable 
designated  institutions  to  implement 
their  long-range  plans. 

In  general,  eligible  recipients  are 
institutions  that  are  providing  higher 
education  to  substantial  numbers  of 
persons  from  low-income  families  and 
that  do  not  yet  have  sufficient  resources 
to  provide  adequate  management, 
improve  academic  programs  and  student 
services,  or  upgrade  the  quality  of  their 
faculty  members. 

Both  two-year  and  four-year  public 
and  nonprofit  private  colleges  are 
eligible  for  funding  under  all  the 
programs.  In  addition,  certain  graduate 
schools  and  certain  medical  schools  are 
eligible  for  funding  under  the  Challenge 
Grant  Program. 

Both  the  Strengthening  Program  and 
Special  Needs  Program  provide  for 
grants  to  institutions  in  cooperative 
arrangements.  A  cooperative 
arrangement  is  an  agreement  under 
which  two  or  more  eligible  institutions 
share  or  combine  resources  and 
otherwise  cooperate  in  order  to  carry 
out  the  purposes  of  the  Institutional  Aid 
Programs  more  efficiently  and 
effectively  than  if  each  institution  were 
to  conduct  those  activities  separately. 

B.  Highlights  of  the  Proposed 
Regulations 

For  each  of  the  three  new  programs, 
these  proposed  regulations  govern — 

a.  The  eligibilty  of  colleges  and 
universities  to  participate; 


b.  The  types  of  awards  and  activities 
that  the  Secretary  funds; 

c.  The  contents  and  assessment  of  the 
comprehensive  long-range  development 
plan-, 

d.  The  number  of  applications-,  and 

e.  The  criteria  and  priorities  the 
Secretary  uses  in  selecting  grantees. 

Provisions  common  to  all  three 
programs  are  contained  in  34  CFR  Part 
624.  Specific  program  requirements  are 
found  in  34  CFR  Part  625  for  the 
Strengthening  Program;  34  CFR  Part  626 
for  the  Special  Needs  Program;  and  34 
CFR  Part  627  for  the  Challenge  Grant 
Program. 

a.  Eligibility.  General.  The 
Institutional  Aid  Programs  require  a 
two-tier  application  process:  an 
application  for  designation  by  the 
Secretary  as  an  eligible  institution  and  a 
subsequent  application  for  a  grant. 

In  order  to  be  eligible  for  a  new  grant 
under  any  of  the  three  programs  in  any 
given  year,  an  institution  must  first  meet 
basic  qualifications  for  participation  in 
the  programs  and  apply  to  the  Secretary 
for  designation  as  an  eligible  institution 
under  the  program  or  programs  from 
which  the  applicant  plans  to  seek 
assistance. 

If  the  Secretary  designates  the 
institution  as  an  eligible  institution  - 
under  a  program  for  that  year,  the 
institution  may  then  apply  for  a  grant 
and  compete  with  other  institutions 
applying  for  the  same  type  of  grant 
under  the  same  program. 

An  institution  that  receives  a  grant 
covering  a  period  of  more  than  one  year 
must  submit  to  the  Secretary  each  year 
an  assurance  that  it  continues  to  meet 
the  basic  qualifications  for  participation 
in  the  Institutional  Aid  Programs. 

As  general  basic  qualifications  for 
participation  in  any  of  the  three 
programs,  the  statute  requires  that  an 
institution  award  a  degree,  have  been 
providing  for  five  academic  years  an 
educational  program  legally  authorized 
by  the  State  in  which  it  is  located,  and 
have  been  accredited  for  five  academic 
years  or  have  been  making  reasonable 
progress  toward  accreditation  for  five 
academic  years. 

Institutions  must  also  meet  the 
eligibility  requirements  specific  to  that 
program.  These  requirements  are  based, 
in  varying  degrees,  on  an  institution’s 
comparative  standing  with  similar 
institutions  in  terms  of  having  both  of 
the  following: 

•  A  low  average  educational  and 
general  (E&G)  expenditure  per  full-time- 
equivalent  undergraduate  student. 

•  A  substantial  percentage  of 
undergraduate  students  receiving  large 
average  awards  under  the  Pell  Grant 
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Program  or,  in  the  case  of  the  Special 
Needs  Program,  under  the  Pell  Grant 
Program  and  other  Title  IV  need-based 
student  assistance  programs. 

An  institution  that  is  not  designated 
as  an  eligible  institution  under  a 
particular  Institutional  Aid  Program  may 
reapply  for  designation  as  an  eligible 
institution  under  that  program  in  a 
subsequent  year. 

Designation  as  an  eligible  institution 
does  not  guarantee  that  the  Secretary 
will  fund  the  institution’s  application. 

The  Secretary  selects  grantees  on  the 
basis  of  the  procedures,  criteria,  and 
other  provisions  in  Subpart  D  of  34  CFR 
Part  624. 

If  an  institution  is  receiving  a  grant  of 
more  than  one  year’s  duration  under  the 
Strengthening  Developing  Institutions 
Program  (SDIP) — the  predecessor  of  the 
Institutional  Aid  Programs — that 
institution  is  not  eligible  to  apply  for  a 
grant  under  either  the  Strengthening 
Program  or  the  Special  Needs  Program 
until  the  last  year  of  its  SDIP  grant.  The 
institution  may,  however,  apply  for  a 
challenge  grant  during  any  year  of  its 
continuing  SDIP  grant. 

Waiver  of  the  five-year  requirement 
(34  CFR  624.3).  The  statute  gives  the 
Secretary  the  authority  to  waive  the 
five-year  requirement,  regarding 
accreditation  and  the  provision  of  an 
educational  program,  for  institutions 
that  serve  substantial  percentages  of 
Amerioan  Indian,  Spanish-speaking 
rural,  or  low-income  students.  The 
Secretary  grants  a  waiver  only  if  it  will 
substantially  increase  higher 
educational  opportunities  appropriate  to 
the  needs  of  those  persons. 

This  waiver  is  also  available  to 
institutions  that  traditionally  have 
served  substantial  numbers  of  black 
students. 

Designation  of  eligibility  (34  CFR 
625.2, 626.2,  and  627.2).  Once  an 
institution  meets  the  basic  requirements 
for  participation  in  the  Institutional  Aid 
Programs  (34  CFR  624.2),  it  must  meet 
further  standards  before  the  Secretary 
designates  it  as  eligible  under  each  of 
the  three  programs.  In  general,  these 
standards  are  based  on  the  following: 

•  An  institution’s  enrollment  of  a 
“substantial  percentage’’  of  students 
who  receive  aid  under  certain  specified 
need-based  student  assistance 
programs. 

•  The  average  amount  of  assistance 
each  student  receives  under  those 
programs. 

•  The  average  educational  and 
general  (E&G)  expenditure  by  the 
institution  per  full-time-equivalent  (FIE) 
undergraduate  student. 


The  following  is  an  explanation  of 
these  standards  for  each  of  the 
Institutional  Aid  Programs: 

Designation  of  eligibility: 
Strengthening  Program.  Under  the 
Strengthening  Program  an  institution 
seeking  designation  must  meet  three 
tests: 

1.  Its  average  E&G  expenditure  per 
FTE  undergraduate  student  in  the  base 
year  must  be  less  than  the  average  E&G 
expenditure  per  FTE  undergraduate 
student  in  that  year  at  institutions  that 
offer  similar  instruction. 

2.  The  institution  must  enroll  a 
substantial  percentage  of  students  who 
receive  Pell  Grants  (formerly  Basic 
Educational  Opportunity  Grants). 

3.  The  average  Pell  Grant  received  by 
the  institution's  students  in  the  base 
year  must  be  higher  than  the  average 
Pell  Grant  received  by  students  at 
comparable  institutions  in  that  year. 

Under  the  proposed  regulations  the 
Secretary  considers  that  an  institution 
has  a  substantial  percentage  of  Pell 
Grant  recipients  if- “at  least  35  percent  of 
its  undergraduate  students  who  were 
enrolled  as  at  least  half-time  students 
and  were  eligible  to  apply  for  Pell 
Grants  in  the  base  year  received  Pell 
Grants  in  that  year  *  *  (34  CFR 

625.2(a)(2)(i)) 

The  base  year  is  the  year  selected  by 
the  Secretary  for  the  purpose  of 
establishing  this  and  certain  other 
requirements.  The  Secretary  announces 
it  annually  in  a  notice  in  the  Federal 
Register. 

For  purposes  of  determining  what 
constitutes  an  “institution  that  offers 
similar  instruction”  or  a  “comparable 
institution"  these  regulations  categorize 
institutions  in  four  groups: 

(1)  Four-year  public  institutions. 

(2)  Four-year  nonprofit  private 
institutions. 

(3)  Public  junior  or  community 
colleges  including  vocational  or 
technical  junior  or  community  colleges. 

(4)  Nonprofit  private  junior  or 
community  colleges  including  vocational 
or  technical  junior  or  community 
colleges. 

Designation  of  eligibility:  Special 
Needs  Program.  Under  the  Special 
Needs  Program  an  institution  seeking 
designation  must  meet  four  tests: 

1.  It  must  have  at  least  100  FTE 
students  during  the  academic  year  in 
which  it  applies  for  designation. 

2.  Its  average  E&G  expenditure  per 
FTE  undergraduate  student  in  the  base 
year  must  be  less  than  the  average  E&G 
expenditure  per  FTE  undergraduate 
student  at  institutions  that  offer  similar 
instruction. 

3.  The  institution  must  enroll  a 
substantial  percentage  of  students  who 


receive  Pell  Grants  and  a  substantial 
percentage  of  students  who  receive 
assistance  under  the  Campus-Based 
programs  (Supplemental  Educational 
Opportunity  Grants  Program,  National 
Direct  Student  Loan  Program,  and 
College  Work-Study  Program).  (NOTE: 
The  Secretary  has  established  separate 
percentages  because  the  Secretary  does 
not  have  data  that  provides  an 
unduplicated  count  of  students  receiving 
Pell  Grants  and  assistance  under  the 
Campus-Based  programs.) 

4.  The  average  Pell  Grant  received  by 
the  institution’s  students  in  the  base 
year  must  be  higher  than  the  average 
Pell  Grant  received  by  students  at 
comparable  institutions  in  that  year  and 
the  average  amount  of  assistance 
received  by  the  institution’s  students  in 
the  base  year  under  the  Campus-Based 
programs  must  be  greater  than  the 
average  amount  of  assistance  received 
by  students  under  those  programs  at 
comparable  institutions  in  that  year. 

Under  the  proposed  regulations  the 
Secretary  considers  that  the  institution 
has  a  substantial  percentage  of  Pell 
Grant  recipients  and  a  substantial 
percentage  of  students  receiving 
assistance  under  the  Campus-Based 
programs  if  “at  least  35  percent  of  its 
undergraduate  students  who  were 
enrolled  as  at  least  half-time  students 
and  were  eligible  to  apply  for  Pell 
Grants  in  the  base  year  received  Pell 
Grants  in  that  year;  and  at  least  35 
percent  of  its  undergraduate  students 
who  were  enrolled  as  at  least  half-time 
students  and  were  eligible  to  apply  for 
student  financial  assistance  under  one 
or  more  of  the  Campus-Based  programs 
(Supplemental  Educational  Opportunity 
Grants  Program,  National  Direct  Student 
Loan  Program,  and  College  Work-Study 
Program)  in  the  base  year  received 
assistance  under  the  Campus-Based 
programs  in  that  year  *  *  (34  CFR 

626.2(a)(2)  (i)  and  (ii)) 

As  used  in  the  Special  Needs  Program, 
the  definitions  of  “base  year,” 
“institution  that  offers  similar 
instruction,”  and  “comparable 
institution”  are  the  same  as  the 
definitions  presented  in  the  preceding 
description  of  designation  of  eligibility 
for  the  Strengthening  Program. 

Designation  of  eligibility:  Challenge 
Grant  Program.  Under  the  Challenge 
Grant  Program  an  institution  seeking 
designation  must  have  met  the  tests  of 
designation  under  either  die 
Strengthening  Program  or  the  Special 
Needs  Program  or,  instead,  meet  other 
tests  described  in  34  CFR  627.2. 

b.  Types  of  Awards  and  Activities. 
Types  of  grants  (34  CFR  625.10, 626.10, 
627.10).  Under  the  Strengthening 
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Program  and  Special  Needs  Program  the 
Secretary  awards  two  kinds  of  grants: 
Planning  grants  and  development  grants-. 
Linder  the  Challenge  Grant  Program  the 
Secretary  awards  development  grants 
only.  Readers  are  advised  that  activities 
such  as  the  Endowment  Funding  Plan 
are  not  authorized  and,  therefore,  may 
not  be  funded  under  the  Institutional 
Aid  Programs. 

c.  Long-Range  Plan.  Because  the 
purpose  of  these  programs  is  to  assist 
institutions  to  attain  self-sufficiency,  the 
statute  requires  that  each  applicant  for  a 
development  grant  submit  a  viable  long- 
range  plan  directed  to  that  purpose  and 
acceptable  to  the  Secretary.  This  must 
be  a  comprehensive  plan  in  which  the 
applicant  describes  fully  its  strategy  for 
moving  towards  self-sufficieny  (in  the 
case  of  an  application  for  a  short-term 
development  grant)  or  its  strategy  for 
achieving  self-sufficiency  (in  the  case  of 
an  application  for  a  long-term 
development  grant). 

The  Secretary  does  not  award  a  long¬ 
term  development  grant  unless  the 
Secretary  believes  that  the  applicant 
will  be  able  to  carry  out  by  the  end  of 
the  grant  period  all  activities — in  the 
long-range  plan — necessary  to  achieve 
self-sufficiency.  These  activities  may 
include  those  not  funded  under  Title  III. 

The  required  contents  of  a  long-range 
plan  are  listed  in  34  CFR  624.22. 

The  criterion  the  Secretary  applies  in 
assessing  a  long-range  plan  is  found  in 
34  CFR  624.32  and  discussed  further 
elsewhere  in  this  preamble. 

d.  Number  of  Applications. 

Limitations  on  the  number  of 
applications  and  simultaneous  funding 
(34  CFR  624.35,  625.20,  and  626.20). 
Applicants  should  note  the  following 
carefully: 

•  An  applicant  may  receive  only  one 
planning  grant. 

•  An  applicant  may  not  receive  a 
planning  grant  and  a  development  grant 
during  the  same  year. 

•  All  planning  and  development 
grants  under  the  Strengthening  Program 
(with  the  exception  of  one-to-three-year 
development  grants),  all  planning  and 
development  grants  under  the  Special 
Needs  Program,  and  all  development 
grants  under  the  Challenge  Grant 
Program  are  one-time-only  grants. 
Therefore,  once  an  institution  has 
received  a  particular  grant,  it  may  not 
reapply  for  the  same  type  of  funding. 

•  Under  the  Strengthening  Program  an 
applicant  may  not  apply  in  the  same 
fiscal  year  for  both  a  short-term  (one-to- 
three-year)  development  grant  and  a 
long-term  (four-to-seven-year) 
development  grant. 


•  Except  as  provided  in  34  CFR 
624.35(d),  an  institution  may  receive 
only  one  long-term  development  grant. 

•  However,  an  institution  may  receive 
one  long-term  development  grant  under 
the  Challenge  Grant  Program  in  addition 
to  any  other  long-term  development 
grant  under  the  Strengthening  Program 
or  the  Special  Needs  Program. 

e.  Criteria  and  Priorities  Used  in 
Selecting  Grantees.  Under  the  proposed 
regulations  the  Secretary  takes  a 
number  of  steps  in  selecting  grantees: 

1.  The  Secretary  appoints  a  panel  of 
readers — as  described  in  Section  343  of 
the  Act  (Application  Review  Process) — 
to  review  and  provide  comments  on 
each  application  and  to  assign  points  to 
the  application  depending  on  its  quality. 

2.  (a)  The  readers  evaluate  each  long- 
range  plan  on  the  basis  of  the  criteria  in 
34  CFR  624.32.  An  applicant  should  note 
that  submission  of  a  long-range  plan  is 
not  simply  a  requirement  of  the 
application  process  but  has  further 
ramifications  with  regard  to  the 
evaluation  of  its  application.  Under 
these  proposed  regulations  the  readers 
will  evaluate  the  long-range  plan  as  an 
important  criterion  in  assessing  an 
application  for  a  development  grant. 

This  evaluation  will  be  based  on 
whether  the  implementation  of  the  long- 
range  plan  is  likely  to  enable  the 
applicant  institution  to  move  toward  or 
achieve  self-sufficiency.  If  the  long- 
range  plan  does  not  clearly  indicate  that 
the  institution  will  move  toward  or 
achieve  self-sufficiency  by  the  end  of 
the  grant  period,  the  Secretary  does  not 
consider  the  application  for  funding.  * 

(b)  The  readers  further  evaluate  each 
application  on  the  basis  of  the  selection 
critera  in  34  CFR  624.31  or  624.33,  as 
applicable.  The  selection  criteria  are 
based  on  requirements  adapted  from  the 
Education  Department  General 
Administrative  Regulations  (EDGAR) 
and  on  other  factors  necessary  to 
implement  the  legislation. 

3.  In  evaluating  applications  the 
Secretary  considers  the  comments  of  the 
readers  and  the  ratings  recommended 
by  them.  The  Secretary  may  also 
consider  other  appropriate  information 
from  sources  such  as  existing  public 
records,  site  visits,  and  external 
evaluation  reports. 

4.  The  Secretary  totals  the  points  each 
application  receives  for  the  selection 
criteria  in  34  CFR  624.31  or  624.33,  as 
applicable,  and  assigns  to  each 
application  an  appropriate  number  of 
points. 

5.  The  Secretary  prepares  separate 
rank-order  lists  for  each  type  of  grant 
under  each  of  the  Institutional  Aid 
Programs.  Please  note  that  the  Secretary 
ranks  applications  from  institutions  that 


grant  bachelors’  degrees  together  with 
applications  from  junior  and  community 
colleges. 

6.  Using  the  rank-order  lists  for  each 
program,  the  Secretary  then  prepares 
funding-order  slates  for  each  program. 
The  Secretary  takes  into  consideration 
the  funding  limitations  in  34  CFR  624.35, 
625.20  and  626.20,  as  applicable. 

7.  Using  the  funding  order  slates  the 
Secretary  funds  applications  in 
descending  order.  ' 

Other  funding  priorities  (34  CFR 
625.31  and  626.31).  If  a  sufficient  number 
of  high  quality  applications  is  received 
for  the  following  categories,  the 
regulations  provide  for  these  statutory 
requirements: 

•  The  Secretary  makes  available  each 
year  to  two-year  institutions  at  least  24 
percent  of  that  year’s  appropriation  for 
the  Strengthening  Program  and  at  least 
30  percent  of  that  year’s  appropriation 
for  the  Special  Needs  Program. 

•  The  Secretary  makes  available  each 
year  for  long-term  (four-to-seven-year) 
development  grants  at  least  25  percent 
of  that  year's  appropriation  for  the 
Strengthening  Program.  Any  of  these 
funds  that  are  not  awarded  by  the 
Secretary  in  any  given  year  may  be 
carried  over  to  be  used  for  long-term 
development  grants  under  this  program 
the  following  year. 

•  Under  the  Special  Needs  Program 
the  Secretary  makes  available  each  year 
to  institutions  that  have  historically 
served  substantial  numbers  of  black 
students  not  less  than  50  percent  of  the 
amount  they  received  under  the 
Strengthening  Developing  Institutions 
Program  in  fiscal  year  1979, 
approximately  $27,035,000. 

•  If  the  Secretary  awards  a  multi-year 
grant,  the  funds  available  for  each  year 
of  the  grant  will  come  from  the  funds 
appropriated  for  that  year. 

Executive  Order  12291 

These  regulations  have  been  reviewed 
by  the  Department  in  accordance  with 
Executive  Order  12291  and  are  classified 
as  non-major  regulations  because  they 
do  not  meet  the  criteria  for  major 
regulations  established  in  the  order. 

Regulatory  Flexibility  Act 

The  Secretary  certifies  that  these 
regulations  will  not,  if  promulgated, 
have  a  significant  economic  impact  on  a 
substantial  number  of  small  entities.  The 
small  entities  affected  by  these 
regulations  are  small  institutions  of 
higher  education.  Any  significant 
economic  impact  will  affect  only  the 
small  proportion  of  small  institutions  of 
higher  education  that  must  develop  a 
new  comprehensive  long-range 
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development  plan.  However,  this 
economic  impact  will  not  be  a  burden  to 
these  small  institutions  because  the 
Secretary  awards  grants  to  develop 
these  plans. 

Invitation  to  Comment 

Interested  persons  are  invited  to 
submit  comments  and  recommendations 
regarding  the  proposed  regulations. 
Written  comments  and 
recommendations  may  be  sent  to  the 
address  given  at  the  beginning  of  this 
preamble.  All  comments  received  on  or 
before  the  60th  day  after  publication  of 
the  document  will  be  considered  in  the 
development  of  the  final  regulations. 

The  Secretary  particularly  requests 
comments  to  be  submitted  as  soon  as 
possible  on  the  proposed  definition  of  a 
“substantial  percentage”  of  recipients  of 
need-based  student  assistance,  as  found 
in  34  CFR  625.2  and  626.2. 

To  assist  the  Department  in  complying 
with  the  special  requirements  of 
Executive  Order  12291  and  its  overall 
requirement  of  reducing  regulatory 
burden,  public  comment  is  expecially 
invited  on  whether  there  may  be  further 
opportunities  to  reduce  any  regulatory 
burdens  found  in  these  regulations. 

The  Secretary  also  requests  comments 
on  whether  these  regulations  would 
require  institutions  of  higher  education 
to  transmit  information  that  is  already 
being  gathered  by  or  is  available  from 
any  other  agency  or  authority  of  the 
United  States. 

All  comments  submitted  in  response 
to  these  proposed  regulations  will  be 
available  for  public  inspection,  during 
and  after  the  comment  period,  in  Room 
3045,  ROB-3,  7th  and  D  Streets,  S.W„ 
Washington,  D.C.  between  the  hours  of 
8:30  a.m  and  4:00  p.m.,  Monday  tlirough 
Friday  of  each  week  except  Federal 
holidays. 

Legal  Authority 

A  citation  of  statutory  of  other  legal 
authority  is  placed  in  parentheses  on  the 
line  following  each  substantive 
provision  of  these  proposed  regulations. 

(Catalog  of  Federal  Domestic  Assistance 
Number  84.031,  the  Institutional  Aid 
Programs.  Part  I  of  OMB  Circular  A -95  does 
not  apply  to  these  programs) 

Dated:  July  14. 1981. 

T.  H.  Ben, 

Secretary  of  Education. 

The  Secretary  revises  Part  624  of  Title 
34  of  the  Code  of  Federal  Regulations  to 
read  as  follows: 


PART  624— INSTITUTIONAL  AID 
PROGRAMS 

Subpart  A— General 

Sec. 

624.1  Institutional  Aid  Programs. 

624.2  Eligible  applicants. 

624.3  Waiver  of  five-year  requirement 

624.4  Eligible  grantees. 

624.5  Regulations  that  apply  to  the 
Institutional  Aid  Programs. 

624.6  Definitions  that  apply  to  the 
Institutional  Aid  Programs. 

Subpart  B— What  Kinds  of  Projects  Does 
the  Secretary  Assist  Under  the  Institutional 
Aid  Programs? 

624.10  Types  of  grants. 

624.11  Planning  grant. 

624.12  Development  grant. 

624.13  Allowable  activities. 

Subpart  C— How  Does  One  Apply  for  a 
Grant? 

624.20  Designation  as  an  eligible  applicant 

624.21  How  to  apply  for  a  grant. 

624.22  Long-range  plan. 

624.23  Applications  for  grants  under 
cooperative  arrangements. 

624.24  Separate  applications. 

Subpart  D— How  Does  the  Secretary  Make 
a  Grant? 

624.30  General  evaluation  of  applications. 

624.31  Selection  criteria  for  planning  grants. 

624.32  Long-range  plan  to  achieve  self- 
sufficiency. 

624.33  Selection  criteria  for  development 
grants. 

624.34  Grants  under  coorperative 
arrangements. 

624.35  Funding  relationships  among  grants 
awarded  under  the  Institutional  Aid 
Programs. 

Subpart  E— What  Conditions  Must  a 
Grantee  Meet? 

624.40  Maintenance  of  eligibility. 

624.41  Fiscal  requirements. 

624.42  Restrictions  on  the  use  of  funds. 

Subpart  F— [Reserved] 

Subpart  G — What  Compliance  Procedures 
Does  the  Secretary  Use? 

624.60  Failure  to  maintain  eligibility. 

Authority:  Title  III  of  the  Higher  Education 
Act  of  1965,  as  amended  by  Pub.  L  96-374  (20 
U.S.C.  1051-1069C). 

Subpart  A — General 

§  624.1  Institutional  aid  programs. 

(a)  The  Institutional  Aid  Programs  are 
designed  to  provide  Federal  funds  for  a 
limited  period  of  time  to  assist  eligible 
institutions  of  higher  education  to 
become  self-sufficient  by — 

(1)  Solving  problems  that  threaten 
their  ability  to  survive;  and 

(2)  Stabilizing  their  management  and 
fiscal  operations. 

(b)  The  Institutional  Aid  Programs 
consist  of  the  following: 

(1)  The  Strengthening  Institutions 
Program  (34  CFR  Part  625),  referred  to  in 


these  regulations  as  the  Strengthening 
Program. 

(2)  The  Aid  to  Institutions  with 
Special  Needs  Program  (34  CFR  Part 
626),  referred  to  in  these  regulations  as 
the  Special  Needs  Program. 

(3)  The  Challenge  Grant  Program  (34 
CFR  Part  627). 

(20  U.S.C.  1057, 1060, 1065, 1066) 

§  624.2  Eligible  applicants. 

(a)  In  order  to  apply  for  a  grant  under 
the  Institutional  Aid  Programs,  an 
institution  of  higher  education  or  a 
branch  campus  must  first  be  designated 
by  the  Secretary  as  an  eligible 
institution. 

(b)  Before  applying  to  the  Secretary 
for  designation  as  an  eligible  institution 
under  §  624.20,  the  institution  must 
satisfy  basic  eligibility  requirements: 
that  is,  it  must  be  an  educational 
institution  and — 

(1)  Admit  as  regular  students  persons 
who  are — 

(1)  High  school  graduates; 

(ii)  The  recognized  equivalent  of  high 
school  graduates;  or 

(iii)  Beyond  the  age  of  compulsory 
school  attendance  in  the  State  in  which 
the  institution  is  located  and  have  the 
ability  to  benefit  from  the  training 
offered  by  the  institution; 

(2)  Be,  and  have  been  for  five 
academic  years  preceding  the  academic 
year  for  which  it  seeks  assistance, 
legally  authorized  by  the  State  in  which 
it  is  located  to — 

(i)  Provide  an  educational  program  for 
which  it  awards  a  bachelor’s  degree;  or 

(ii)  Be  a  junior  or  community  college: 

(3)  Be,  and  have  been  for  five 
academic  years  preceding  the  academic 
year  for  which  it  seeks  assistance — 

(i)  Accredited  by  a  nationally 
recognized  accrediting  agency  or 
association;  or 

(ii)  Making  reasonable  progress 
toward  accreditation  according  to  that 
accrediting  agency  or  association;  and 

(4)  Meet  specific  eligibility 
requirements  for  designation  in  34  CFR 
625.2,  626.2,  or  627.2,  as  appropriate. 

(c)  If  an  institution  changes  its  status 
from  a  junior  or  community  college  to  an 
institution  that  awards  bachelors' 
degrees  or  vice  versa,  it  may  satisfy  the 
five-year  requirements  of  paragraphs  (b) 
(2)  and  (3)  of  this  section  by  combining 
the  periods  of  time  it  qualified  as  either 
type  of  institution. 

(20  U.S.C  1058, 1061, 1064,  and  1141) 

§  624.3  Waiver  of  five-year  requirement 

(a)  At  the  request  of  an  institution,  the 
Secretary  may  waive  for  that  institution 
all  or  part  of  die  five-year  requirements 
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in  paragraphs  (b)  (2)  and  (3)  of  §  624.2  if 
the  Secretary  determines  that — 

(1) (i)  In  the  case  of  an  institution 
located  on  an  Indian  reservation  or  near 
an  Indian  reservation  or  a  substantial 
population  of  Indians,  the  waiver  will 
substantially  increase  the  higher 
educational  opportunities  appropriate  to 
the  needs  of  American  Indians; 

(ii)  For  purposes  of  paragraph  (a)(l)(i) 
of  this  section,  generally  the  Secretary 
considers  “near"  to  mean  within  50 
miles.  However,  the  Secretary  reserves 
the  right  to  adjust  this  on  a  case-by-case 
basis,  depending  on  reasons  stated  by 
the  applicant  in  its  request  for  a  waiver; 

(2)  Wherever  the  institution  is  located, 
the  waiver  will  substantially  increase 
higher  educational  opportunities  for — 

(i)  Spanish-speaking  people; 

(ii)  Individuals  living  in  rural  areas, 
whose  needs  are  for  the  most  part 
unserved  by  other  institutions  of  higher 
education;  or 

(iii)  Individuals  whose  income  is 
below  the  poverty  level  establishing  by 
the  United  States  Bureau  of  the  Census 
(low-income  individuals);  or 

(3)  Wherever  the  institution  is  located, 
the  institution  has  traditionally  served 
substantial  numbers  of  black  students. 

(b)  For  purposes  of  this  section  a  rural 
area  means  an  area  that  is  not  included 
in  a  standard  metropolitan  statistical 
area  as  defined  by  the  United  States 
Bureau  of  the  Census. 

(c)  An  institution  requesting  a  waiver 
under  this  section  shall  submit  to  the 
Secretary  a  written  statement  that 
includes  sufficient  information  and 
explanations  as  to  why  the  Secretary 
should  grant  the  waiver. 

(20  U.S.C.  1067) 

§  624.4  Eligible  grantees. 

(a)  The  Secretary  awards  a  grant 
under  the  Strengthening  Program  or  the 
Special  Needs  Program  to — 

(1)  An  institution  the  Secretary  has 
designated  as  eligible;  or 

(2)  Two  or  more  eligible  institutions 
under  a  cooperative  arrangement. 

(b)  The  Secretary  awards  a  grant 
under  the  Challenge  Grant  Program  to 
individual  eligible  institutions  only. 

(20  U.S.C.  1057, 1060, 1064  and  1069) 

§  624.5  Regulations  that  apply  to  the 
Institutional  Aid  Programs. 

The  following  regulations  apply  to  the 
Institutional  Aid  Programs: 

(a)  The  Education  Department 
General  Administrative  Regulations 
(EDGAR)  in  34  CFR  Part  75  (Direct 
Grant  Programs)  and  34  CFR  Part  77 
(Definitions)  except  for  34  CFR 
75.128(a)(2)  and  75.129(a),  in  the  case  of 
applications  under  cooperative 
arrangement. 


(b)  The  regulations  in  this  Part  624. 

(c)  The  regulations  in  34  CFR  Parts 
625,  626,  or  627,  as  applicable. 

(20.  U.S.C.  1221e-3(a)(l),  1057, 1060, 1064) 

§  624.6  Definitions  that  apply  to  the 
Institutional  Aid  Programs. 

(a)  The  following  terms  used  in  this 
part  are  defined  in  EDGAR,  34  CFR  Part 

77: 

Applicant 

Application 

EDGAR 

Grant 

Grant  period 

Grantee 

Nonprofit 

Private 

Project 

Public 

Secretary 

State 

(b)  The  following  definitions  apply 
specifically  to  the  Institutional  Aid 
Programs: 

"Academic  year"  means  a  period  of 
time,  generally  eight  or  nine  months,  in 
which  a  full-time  student  is  expected  to 
complete — 

(1)  The  equivalent  of  at  least  two 
semesters,  two  trimesters,  or  three 
quarters  at  an  institution  using  credit 
hours;  or 

(2)  At  least  900  hours  training  for  each 
program  at  an  institution  using  clock 
hours. 

"Activity"  means  a  specific 
component  of  a  project  for  which 
Federal  funds  are  requested. 

“Based  year"  means  a  12-month 
period  ending  on  June  30  of  the  year 
identified  by  the  Secretary  through  a 
notice  in  the  Federal  Register. 

"Branch  campus." 

(1)  This  term  means,  in  a  university  or 
college,  a  unit  that  is — 

(1)  Independent  of  the  main  campus; 
and 

(ii)  Geographically  apart  from  the 
main  campus  of  the  university  or 
college. 

(2)  The  Secretary  considers  a  branch 
campus  to  be  independent  of  the 
university’s  or  college’s  main  campus  if 
the  branch  campus — 

(i)  Is  separately  accredited; 

(ii)  Is  permanent  in  nature; 

(iii)  Offers  courses  for  credit  and 
programs  leading  to  an  associate  or 
bachelor’s  degree; 

(iv)  Is  autonomous  to  the  extent  that 
has  its  own  faculty  and  administrative 
or  supervisory  organization;  and 

(v)  Has  its  own  budgetary  and  hiring 
authority. 

“Comparable  institutions"  and 
"institutions  that  offer  similar 
instruction”  mean  institutions  that  are 
being  compared  with  an  applicant 


institution  and  that  fall  within  one  of  the 
following  four  categories: 

(1)  Four-year  public  institutions. 

(2)  Four-year  private  institutions. 

(3)  Public  junior  or  community 
colleges. 

(4)  Nonprofit  private  junior  or 
community  colleges. 

"Cooperative  arrangement”  means  an 
agreement  between  two  or  more  eligible 
institutions  that  share  and  combine 
resources  and  otherwise  cooperate  in 
order  to  carry  out  the  purpose  of  the 
Institutional  Aid  Programs  more 
effectively  and  efficiently  than  if  each 
institution  were  to  conduct  those 
activities  separately. 

"Educational  and  general  (E&G) 
expenditures"  means  the  total  amount  . 
expended  by  an  institution  of  higher 
education  for — 

(1)  Instruction; 

(2)  Research; 

(3)  Public  service: 

(4)  Academic  support,  including 
library  expenditures; 

(5)  Student  services; 

(6)  Institutional  support; 

(7)  Scholarships  and  fellowships; 

(8)  Operation; 

(9)  Maintenance  expenditures  for 
physical  plant;  and 

(10)  Any  mandatory  transfers  that  the 
institution  is  required  to  pay  by  law. 

“Full-time  equivalent  (FTE) 
undergraduate  students." 

(1)  This  term  means  the  sum  of — 

(1)  The  number  of  full-time 
undergraduate  students;,  and 

(11)  The  full-time  equivalent  of  the 
number  of  part-time  undergraduate 
students  enrolled  at  the  institution. 

(2)  The  Secretary  determines  the  full¬ 
time  equivalent  of  the  number  of  part- 
time  students  in  paragraph  (l)(ii)  of  this 
definition  by — 

(i)  Adding  the  number  of  credit  hours 
taken  by  all  part-time  students;  and 

(ii)  Dividing  that  number  by  12. 

“Half-time  student"  means  a  student 

who  is  carrying  a  half-time  academic 
work  load  as  determined  by  the 
institution  according  to  its  own 
standards  and  practices.  However,  the 
institution's  half-time  standards  must 
equal  or  exceed  the  equivalent  of  the 
following  minimum  requirements: 

(1)  Six  semister  hours  or  quarter  hours 
per  academic  term  in  an  institution 
using  standard  semester,  trimester,  or 
quarter  systems. 

(2)  Twelve  semester  hours  or  18 
quarter  hours  per  academic  year  for  an 
institution  using  credit  hours  to  measure 
progress,  but  not  using  a  standard 
semester,  trimester,  or  quarter  system, 
or  the  prorated  equivalent  for  a  program 
of  less  than  one  year. 
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(3)  Twelve  clock  hours  per  week  for 
an  institution  using  clock  hours. 

“Junior  or  community  college”  means 
an  institution  of  higher  education  that 
provides  an  educational  program — 

(1)  For  which  it  does  not  award  a 
bachelor’s  degree;  but 

(2) (i)  That  is  of  not  leas  than  two 
years’  duration  and  is  acceptable  for  full 
credit  toward  a  bachelor’s  degree;  or 

(ii)  That  is  a  two-year  program  in 
engineering,  mathematics,  or  the 
physical  or  biological  sciences,  designed 
to  prepare  a  student  to  work  as  a 
technician  or  at  the  semiprofessional 
level  in  engineering,  scientific,  or  other 
technological  fields  requiring  the 
understanding  and  application  of  basic 
engineering,  scientific,  or  mathematical 
principles  of  knowledge. 

“Long-term  grant"  means  a  broad- 
purpose,  non-renewable  development 
grant  designed  to  enable  an  institution 
or  group  of  institutions  to  achieve  self- 
sufficiency  by  the  end  of  the  grant 
period. 

"Pell  Grant"  (formerly  Basic 
Educational  Opportunity  Grant)  means 
the  grant  awarded  under  Title  IV-A-1  of 
the  Higher  Education  Act  of  1965,  as 
amended  (20  U.S.C.  1070a). 

“Renewable  grant”  means  a  short¬ 
term  grant  for  which  an  institution  may 
reapply. 

“Self-sufficient"  means  the  point  at 
which,  in  the  determination  of  the 
Secretary,  an  institution  should  be  able 
to  survive  without  funding  under  the 
Institutional  Aid  Programs. 

“Short-term  grant"  means  a  narrow- 
purpose,  renewable  development  grant 
designed  to  help  an  institution  or  group 
of  institutions  move  toward  self- 
sufficiency. 

"Strengthening  Developing 
Institutions  Program  (SDIP)”  means  the 
program  authorized  under  Title  III  of  the 
Higher  Education  Act  of  1965  before 
October  1, 1981. 

(20  U.S.C.  1058, 1059, 1061, 1062, 1066,  and 
1069) 

Subpart  B— What  Kinds  of  Projects 
Does  the  Secretary  Assist  Under  the 
Institutional  Aid  Programs? 

§  624.10  Types  of  grants. 

The  Secretary  awards  two  principal 
types  of  grants  under  the  Institutional 
Aid  Programs: 

(a)  Planning  grants,  as  described  in 
§  624.11. 

(b)  Development  grants,  as  described 
in  §  624.12. 

(20  U.S.C.  1057, 1059, 1060, 1062,  and  1064) 


§  624.1 1  Planning  grant 

(a)  Unless  otherwise  provided,  a 
planning  grant  may  be  used  for  a  project 
to  develop — 

(1)  A  long-range  comprehensive 
development  plan  (long-range  plan),  as 
described  in  |  624.22; 

(2)  An  application  for  a  development 
grant;  or 

(3)  A  long-range  plan  and  an 
application  for  a  development  grant. 

(b)  The  Secretary  does  not  consider 
awarding  a  planning  grant  to  an 
institution — 

(1)  That  is  receiving  or  has  received 
another  grant  under  the  Institutional  Aid 
Programs;  or 

(2)  Solely  to  prepare  an  application  for 
a  development  grant  under  the 
Strengthening  Program  if  that  institution 
does  not  submit  a  long-range  plan 
containing  all  of  the  elements  described 
in  624.22. 

(c)  The  Secretary  does  not  consider 
awarding  a  planning  grant  to  develop  a 
long-range  plan  to  a  cooperative 
arrangement  unless  the  purpose  of  the 
grant  is  to  develop  a  separate  long-range 
plan  for  each  of  the  participating 
institutions. 

(20  U.S.C.  1057, 1059, 1060, 1062,  and  1069) 

§  624.12  Development  grant. 

(a)  A  development  grant  may  be  used 
for  a  project  to  implement  portions  of  an 
applicant’s  long-range  plan  to  enable  it 
to  move  toward  or  achieve  self- 
sufficiency. 

(b)  Under  the  Institutional  Air 
Programs  the  Secretary  does  not 
consider  awarding — 

(1)  A  development  grant  to  an 
institution  if  the  institution  received  a 
grant  under  SDIP  and  is  not  in  the  final 
year  of  that  grant;  or 

(2)  Funds  under  a  development  grant 
to  duplicate,  in  whole  or  in  part,  an 
activity  for  which  the  prospective 
grantee  has  received  funds  or  is 
receiving  funds  under  the  Institutional 
Aid  Programs. 

(20  U.S.C.  1057, 1059, 1060, 1062, 1966,  and 
1069) 

§  624.13  Allowable  activities. 

(a)  The  Secretary  awards  grants  under 
the  Institutional  Aid  Programs  to  assist 
eligible  institutions  to  plan,  develop,  or 
implement  activities  that  the  Secretary 
determines  are  likely  to  enable  the 
institution  to  become  self-sufficient. 

(b)  The  following  types  of 
development  activities  are  allowable: 

(1)  Development  of  faculty. 

(2)  Management  of  funds  and 
administrative  management. 

(3)  Development  and  improvement  of 
academic  programs. 


(4)  Acquisition  of  equipment  for  use  in 
strengthening  management  of  funds  and 
in  strengthening  academic  programs. 

(5)  Joint  use  of  facilities  such  as 
libraries  and  laboratories. 

(6)  Student  services. 

(20  U.S.C.  1057, 1059, 1060, 1062, 1964) 

Subpart  C— How  Does  One  Apply  for  a 
Grant? 

§  624.20  Designation  as  an  etigibte 
applicant 

(a)  An  institution  that  wishes  to  be 
designated  as  an  eligible  institution  for  a 
particular  Institutional  Aid  Program 
must  file  with  the  Secretary  a  request  for 
designation  for  that  program,  according 
to  the  instructions  contained  in  an 
annual  application  notice  published  in 
the  Federal  Register. 

(b)  An  institution  that  receives  a  grant 
for  a  grant  period  lasting  more  than  one 
year  shall  include  in  its  annual 
application  for  a  continuation  award  the 
assurance  described  in  §  624.40(b). 

(20  U.S.C.  1058, 1061,  and  1064) 

§  624.21  How  to  apply  for  a  grant 

(а)  General.  In  an  application  for 
either  a  planning  grant  or  a  development 
grant,  an  applicant  shall — 

(1)  Explain  how  the  grant  will  assist 
the  institution  to  prepare  for  the  critical 
financial  and  other  problems  facing  it  in 
the  next  decade; 

(2)  If  it  is  requesting  funding  for  more 
than  one  activity — 

(i)  Identify  those  activities  that  would 
be  a  sound  investment  of  Federal  funds 
if  funded  separately; 

(ii)  Identify  those  activities  that  would 
be  a  sound  investment  of  Federal  funds 
only  if  funded  along  with  other  activities 
in  the  application;  and 

(iii)  Rank  the  activities  in  order  of 
preferred  funding; 

(3)  Submit  all  budgetary  information 
the  Secretary  may  require,  including  a 
separate  detailed  budget  for  each 
activity; 

(4)  Identify  the  policies  and 
procedures  it  will  use  to  ensure  that  any 
Federal  funds  it  receives  as  a  result  of 
the  application  will  be  used  to 
supplement — and  not  supplant — funds  it 
would  otherwise  make  available  to 
carry  out  its  long-range  plan; 

(5)  Identify  the  fiscal  control  and' 
accounting  procedures  necessary  for 
proper  disbursement  of  and  accounting 
for  any  Federal  funds  it  receives  as  a 
result  of  the  application;  and 

(б)  Provide  assurance  to  the  Secretary 
that  it  will  comply  with  the  restrictions 
on  the  use  of  fluids  specified  in  §  624.42 
(a)  through  (d). 


37476 


Federal  Register  /  Vol.  46,  No.  138  /  Monday,  July  20,  1981  /  Proposed  Rules 


(b)  Development  grant.  In  an 
application  for  a  development  grant,  an 
applicant  shall — 

(1)  Include  its  long-range  plan 
containing  all  the  elements  required  in 
§  624.22; 

(2)  Provide  information  that  fully 
addresses  each  component  of  each 
selection  criterion  in  §  624.33; 

(3)  Identify  the  measurable  objectives 
in  its  long-range  plan  that  each  proposed 
activity  will  help  achieve;  and 

(4)  If  it  is  requesting  a  multi-year 
grant,  explain  why — 

(i)  A  multi-year  grant  of  that  length  is 
necessary;  and 

(ii)  A  single  year  grant' would  be 
inadequate. 

(c)  Planning  grant.  In  an  application 
for  a  planning  grant,  an  applicant 
shall — 

(1)  Provide  information  that  fully 
addresses  each  component  of  each 
selection  criterion  in  §  624.31;  and 

(2)  If  it  is  requesting  funding  solely  to 
develop  an  application  for  a 
development  grant,  submit  a  long-range 
plan  containing  all  of  the  elements 
required  in  §  624.22. 

(20  U.S.C.  1066, 1069b;  122le-3 

§  624.22  l.ong-range  plan. 

(a)  In  its  comprehensive  long-range 
development  plan  (referred  to  in  these 
regulations  as  the  long-range  plan),  an 
institution  shall  describe  its  strategy  for 
achieving  self-sufficiency  by 
strengthening  its — 

(1)  Academic  quality;  and 

(2)  Institutional  management. 

(b)  The  long-range  plan  must 
include— 

(1)  The  institutional  mission  statement 
(that  is,  a  broad  statement  of 
fundamental  purpose  that  includes  the 
social  and  intellectual  aspirations  of  the 
institution); 

(2)  Long-range  and  short-range 
institutional  goals; 

(3)  Objectives  for  each  major  unit  of 
the  institution; 

(4)  Time  frames  to  achieve 
institutional  goals  and  unit  objectives; 

(5)  Resource  requirements;  and 

(6)  Evaluation  strategies  and 
performance  measures. 

(20  U.S.C.  1066) 

§  624.23  Applications  for  grants  under 
cooperative  arrangements. 

(a)  To  apply  for  a  grant  under  the 
Strengthening  Program  or  the  Special 
Needs  Program,  the  participating 
institutions  in  a  cooperative 
arrangement  shall  submit  a  single, 
collective  application  that  includes — 

(1)  The  information  required  in  34  CFR 
624.21;  and 


(2)  The  names  of  the  institutions 
participating  in  the  cooperative 
arrangement. 

(b) (1)  Development  grant.  The 
application  for  a  development  grant 
under  a  cooperative  arrangement  shall — 

(1)  Explain  the  relationship  of  the 
activities  for  which  funding  is  requested 
to— 

(A)  The  long  range  plan  of  each 
participating  institution;  and 

(B)  The  activities  each  participating 
institution  carried  out  or  is  carrying  out 
under  a  short-term  development  grant,  if 
any,  awarded  previously  under  the 
Strengthening  Program; 

(ii)  Explain  the  rationale  for  each 
participating  institution’s  decision  to 
request  funds  to  carry  out  activities  to 
achieve  self-sufficiency  as  part  of  a 
cooperative  arrangement  rather  than 
individually,  and 

(iii)  Identify  the  activities  included  in 
any  other  application  the  cooperative 
arrangement  or  any  participating 
institution  is  submitting  for  funding  in 
the  same  fiscal  year  under  the 
Institutional  Aid  Programs. 

(2)  An  application  may  not  include 
any  activity  that  duplicates,  in  whole  or 
part,  an  activity  that  was  funded 
previously  under  the  Institutional  Aid 
Programs. 

(c)  Planning  grant.  The  application  for 
a  planning  grant  under  a  cooperative 
arrangement  shall  explain  the  rationale 
for  each  participating  institution’s 
decision  to  request  funds  to  develop,  as 
appropriate,  its  application  or  its  long- 
range  plan  as  part  of  a  cooperative 
arrangement  rather  than  individually. 

(20  U.S.C'  1068) 

§  624.24  Separate  applications. 

If  an  institution  applies  in  the  same 
year  for  both  a  grant  as  an  individual 
institution  and  a  grant  under  a 
cooperative  arrangement,  the  institution 
shall  submit  as  an  individual  institution 
an  application  that  is  separate  from  the 
application  the  cooperative  arrangement 
submits. 

(20  U.S.C.  1066  and  1221e-3) 

Subpart  D — How  Does  the  Secretary 
Make  a  Grant? 

§  624.30  General  evaluation  of 
applications. 

(a)  The  Secretary  evaluates  an 
application  for  a  planning  grant  on  the 
basis  of  the  criteria  in  §  624.31. 

(b)  The  Secretary  evaluates  an 
application  for  a  development  grant  on 
the  basis  of — 

(1)  The  appropriate  criterion  in 

§  624.32  for  assessing  the  long-range 
plan  to  achieve  self-sufficiency;  and 

(2)  The  selection  criteria  in  §  624.33. 


(c)(1)  The  Secretary  awards  up  to  100 
points  for  the  criteria  in  §  624.31  and  up 
to  100  points  for  the  criteria  in  §  624.33. 

(2)  The  maximum  possible  score  for 
each  complete  criterion  is  indicated  in 
parentheses  following  the  title  of  that 
criterion. 

(3)  In  the  case  of  criteria  worth  more 
than  10  possible  points,  the  maximum 
possible  score  for  each  component  of  a 
criterion  is  indicated  in  parentheses 
following  that  component. 

(20  U.S.G  1221  e-3) 

§  624.31  Selection  criteria  for  planning 
grants.  , 

(a)  Plan  of  operation.  (Total:  50  points) 

(1)  The  Secretary  reviews  each 

application  for  information  that  shows 
that  the  proposed  project  is  likely  to 
develop  a  high  quality — 

(1)  Long-range  plan; 

(ii)  Application;  or 

(iii)  Long-range  plan  and  application. 

(2)  The  Secretary  looks  for 
information  that  shows — 

(1)  Measurable  objectives  appropriate 
to  the  purpose  of  the  project  (10  points); 
and 

(ii)  The  quality  of  the  project  plan  to 
achieve  the  objectives.  The  Secretary 
bases  this  assessment  of  quality  on — 

(A) (1)  The  implementation  strategy  for 
developing  the  applicant's  long-range 
plan  or  application;  and 

[2)  A  realistic  timetable  for  achieving 
each  objective  (20  points); 

(B)  The  extent  to  which  the  applicant 
will  use  its  own  resources  and  personnel 
to  achieve  each  objective  (10  points); 
and 

(C)  The  extent  to  which  procedures 
described  by  the  applicant  in  its 
application  are  likely  to  ensure  effective 
administration  of  the  proposed  project 
(10  points). 

(b)  Key  personnel.  (Total:  30  points) 

(1)  The  Secretary  reviews  each 
application  for  information  that  shows 
the  quality  of  the  key  personnel  the 
applicant  will  use  to  develop  the  long- 
range  plan  or  application. 

(2)  The  Secretary  looks  for 
information  that  shows — 

(i)  The  extent  to  which  the  applicant 
involves  a  variety  of  its  own  personnel, 
students,  and  governing  board  members 
in  the  planning  process  for  the  project 
(12  points); 

(ii)  The  qualifications  of  the  project 
director  (6  points); 

(iii)  The  role  of  each  of  the  other  key 
personnel  who  will  participate  in  the 
planning  process  as  part  of  the  project  (6 
points);  and 

(iv)  The  time  that  each  person  referred 
to  in  paragraphs  (b)(2)  (i)  through  (iii)  of 
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this  section  plans  to  commit  to  the 
project  (6  points). 

(c)  Budget  and  cost  effectiveness.  *■ 
(Total:  10  points) 

(1)  The  Secretary  reviews  each 
application  for  information  that  shows 
that  the  project  has  an  adequate  budget 
and  is  cost  effective. 

(2)  The  Secretary  looks  for 
information  that  shows — 

(i)  The  budget  for  the  project  is 
adequate  to  support  the  planning 
process;  and 

(ii)  Costs  are  reasonable  in  relation  to 
the  objectives  of  the  project. 

(d)  Evaluation  design.  (Total:  10  ' 
points) 

(1)  The  Secretary  reviews  each 
application  for  information  that  shows 
the  quality  of  the  proposed  evaluation 
design  for  the  project. 

(2)  The  Secretary  looks  for 
information  that  shows  that — 

(i)  The  methods  of  evaluation  are 
appropriate  for  a  planning  process;  and 

(ii)  The  evaluation  criteria  are 
appropriate  for  determining  success  in 
achieving  the  objectives  of  the  project. 
(20  U.S.C.  1057, 1059, 1060, 1062,  and  1221e-3) 

§  624.32  Long-range  plan  to  achieve  self- 
sufficiency 

(a)  The  Secretary  reviews  each 
application  for  a  development  grant  for 
information  that  shows  whether  the 
applicant’s  long-range  plan  provides  for 
self-sufficiency. 

(1)  In  the  case  of  an  application  for  a 
short-term  development  grant,  the 
Secretary  looks  for  information  that 
shows  whether  implementing  the  long- 
range  plan  with  Federal  funds  is  likely 
to  result  in  that  institution  moving 
toward  self-sufficiency  by  the  end  of  the 
proposed  grant  period. 

(2)  In  the  case  of  an  application  for  a 
long-term  development  grant,  the 
Secretary  looks  for  information  that 
shows  whether  implementing  the  long- 
range  plan  with  Federal  funds  is  likely 
to  result  in  that  institution  becoming 
self-sufficient  by  the  end  of  the 
proposed  grant  period. 

(b)  In  reviewing  the  applicant's  long- 
range  plan  the  Secretary  looks  for 
information  showing  that — 

(1)  The  institution  identifies  the  major 
problems  or  deficiencies  that  inhibit  it 
from  becoming  self-sufficient  and 
thriving;  and 

(2)  The  institution  proposes  effective 
strategies  to  overcome  each  problem  or 
deficiency. 

Note. — Congress  has  determined  (in 
section  301  of  the  Higher  Education  Act)  that 
eligible  institutions  face  problems  that  relate 
to  declining  enrollments,  scarce  resources, 
management,  long-range  planning, 
recruitment  and  development.  Long-range 


plans  should  address  these  and  any  other 
problems  as  applicable. 

(c)  The  Secretary  does  not  consider 
further  an  application  for  a  development 
grant  unless  the  applicant's  long-range 
plan  clearly  meets  the  appropriate 
criterion  in  paragraph  (a)  of  this  section. 

Note. — The  Secretary  does  not  assign 
points  to  this  criterion.  Rather,  the  Secretary 
determines  whether  or  not  the  applicant 
meets  the  criterion. 

(20  U.S.C.  1057, 1059, 1060, 1064,  and  1221e-3) 

§  624.33  Selection  criteria  for 
development  grants 

(a)  Plan  of  operation.  (Total:  70  points) 

(1)  The  Secretary  reviews  each 
application  for  information  that  shows 
the  quality  of  the  project’s  plan  of 
operation. 

(2)  The  Secretary  looks  for 
information  that  shows  the  following: 

(1)  The  extent  to  which  objectives  for 
each  activity — 

(A)  Address  the  goals  in  the 
institutional  long-range  plan; 

(B)  Are  clear  and  specific;  and 

(C)  Are  measurable  (10  points). 

(ii)  The  quality  of  the  project  plan  to 
achieve  the  objectives.  The  Secretary 
bases  this  assessment  of  quality  on — 

(A) (J)  The  implementation  strategy  (a 
complete  description  of  what  the 
applicant  plans  to  do  and  how  the 
applicant  plans  to  do  it)  for  each 
activity;  and 

(2)  The  extent  to  which  achieving  the 
objectives  of  the  proposed  activities  in 
the  project  plan  is  likely  to  contribute  to 
the  achievement  of  self-sufficiency  by 
the  institution  (30  points); 

(B)  A  timetable  for  achieving  the 
objectives  of  each  activity  (5  points); 

(C)  The  extent  to  which  the  applicant 
will  use  its  own  resources  and  personnel 
to  achieve  each  objective  (15  points); 
and 

•  (D)  The  extent  to  which  procedures 
described  by  the  applicant  in  its 
application  are  likely  to  ensure  effective 
administration  of  the  proposed  project 
(10  points). 

(b)  Quality  of  key  personnel  (Total:  10 
points) 

(1)  The  Secretary  reviews  each 
application  for  information  that  shows 
the  quality  of  key  personnel  the 
applicant  plans  to  use  on  the  project. 

(2)  The  Secretary  looks  for 
information  that  shows — 

(i)  The  qualifications  of  the  project 
director; 

(ii)  The  qualifications  of  each  of  the 
other  key  personnel  to  be  used  in  the 
project;  and 

(iii)  The  time  that  each  person 
referred  to  in  paragraphs  (c)(2)(i)  and  (ii) 
of  this  section  plans  to  commit  to  the 
project. 


(3)  To  determine  the  qualifications  of 
a  person,  the  Secretary  considers 
evidence  of  past  experience  and 
training,  in  fields  related  to  the 
objectives  of  the  project,  as  well  as 
other  information  that  the  applicant 
provides. 

(c)  Budget  and  cost 
effectiveness.fYolaY.  10  points) 

(1)  The  Secretary  reviews  each 
application  for  information  that  shows 
that  the  project  has  an  adequate  budget 
and  is  cost  effective. 

(2)  The  Secretary  looks  for 
information  that  shows — 

(i)  The  budget  for  the  project  is 
adequate  to  support  the  activities  of  the 
project;  and 

(ii)  Costs  are  reasonable  in  relation  to 
the  objectives  of  the  project. 

(d)  Evaluation  design.  (Total:  10 
points) 

(1)  The  Secretary  reviews  each 
application  for  information  that  shows 
the  quality  of  the  evaluation  design  for 
the  project. 

(2)  The  Secretary  looks  for 
information  showing  that  proposed 
methods  of  evaluation  are  appropriate 
for  the  project  and,  to  the  extent 
possible,  are  objective  and  produce  data 
that  are  quantifiable. 

(20  U.S.C.  1057, 1060,  and  1221e-3) 

§  624.34  Grants  under  cooperative 
arrangements. 

(a)  In  considering  applications  from 
institutions  that  propose  to  carry  out 
projects  under  a  cooperative 
arrangement,  the  Secretary  gives 
priority  to  those  applications  that  the 
Secretary  determines  are — 

(1)  Geographically  sound;  and 

(2)  Economically  sound. 

(b)  The  Secretary  determines  that  a 
cooperative  arrangement  is — 

(1)  Geographically  sound  based  on  the 
proximity  of  the  participating 
institutions;  and 

(2)  Economically  sound  if  participating 
institutions  demonstrate  that — 

(i)  There  is  no  duplication  of  effort 
among  participating  institutions;  and 

(ii)  Each  activity  proposed  in  the 
application  will  be  carried  out  more 
efficiently  and  effectively  at  less  cost 
than  would  be  possible  if  each 
participating  institution  were  awarded  a 
grant  individually. 

(c)  The  Secretary  considers  each 
participating  institution  in  a  cooperative 
arrangement  to  be  a  separate  grantee  for 
purposes  of  this  part. 

(20  U.S.C.  1069) 
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§  624.35  Funding  relationships  among 
grants  awarded  under  the  Institutional  Aid 
Programs. 

(a)  Planning  grants.  The  Secretary 
awards  only  one  planning  grant  to  an 
institution  under  the  Institutional  Aid 
Programs. 

(1)  If  an  institution  receives  a  planning 
grant  under  the  Strengthening  Program, 
the  Secretary  does  not  award  that 
institution  a  planning  grant  under  the 
Special  Needs  Program. 

(2)  Similarly,  if  an  institution  receives 
a  planning  grant  under  the  Special 
Needs  Program,  the  Secretary  does  not 
award  that  institution  a  planning  grant 
under  the  Strengthening  Program. 

(3)  The  Secretary  does  not  award  a 
planning  grant  to  an  institution  that  has 
received  or  is  receiving  a  development 
grant  under  the  Institutional  Aid 
Programs. 

(b)  Development  grants.  Under  the 
Institutional  Aid  Programs,  except  as 
provided  in  paragraphs  (c)  and  (d)  of 
this  section — 

(1)  An  institution  may  receive  the 
following: 

(1)  More  than  one  short-term 
development  grant. 

(ii)  During  the  same  fiscal  year,  one 
short-term  development  grant 
individually  and  one  short-term 
development  grant  as  part  of  a 
cooperative  arrangement. 

(iii)  Only  one  long-term  development 
grant  either  individually  or  as  part  of  a 
cooperative  arrangement. 

(iv)  One  long-term  development  grant 
after  it  has  received  one  or  more  short¬ 
term  development  grants. 

(2)  An  institution  may  not  receive  a 
short-term  development  grant  if  it  has 
received  a  long-term  development  grant. 

(3)  An  institution  may  not  receive 
funds  from  more  than  one  short-term 
development  grant  simultaneously 
except  as  provided  in  paragraph 

(b)(l)(ii)  of  this  section. 

(c)  An  institution  may  receive  one 
long-term  development  grant  under  the 
Challenge  Grant  Program  in  addition  to 
any  other  development  grant  under  the 
Strengthening  Program  or  the  Special 
Needs  Program. 

(d)  If  an  institution  can  demonstrate  to 
the  Secretary's  satisfaction  that  extra¬ 
ordinary  circumstances — such  as  a 
natural  disaster — prevent  the  institution 
from  achieving  or  sustaining  self- 
sufficiency,  the  Secretary  may  award — 

(1)  A  long-term  development  grant 
under  the  Special  Needs  Program  to  an 
institution  that  received  a  long-term 
development  grant  under  the 
Strengthening  Program,  provided  the 
institution  is  otherwise  eligible  under 
the  Special  Needs  Program;  or 


(2)  A  long-term  development  grant 
under  the  Strengthening  Program  to  an 
institution  that  received  a  long-term 
development  grant  under  the  Special 
Needs  Program,  provided  the  institution 
is  otherwise  eligible  under  the 
Strengthening  Program. 

(20  U.S.C.  1051-1065) 

Subpart  E— What  Conditions  Must  a 
Grantee  Meet? 

§  624.40  Maintenance  of  eligibility. 

(a)  A  grantee  under  an  Institutional 
Aid  Program  must  maintain  its  eligibility 
under  §  624.2(b)(1)  through  (3)  or  34  CFR 
627.2(b)  or  (c)  for  the  duration  of  the 
grant  period. 

(b)  An  institution  that  receives  a  grant 
for  a  grant  period  lasting  more  than  one 
year  must  annually  submit  to  the 
Secretary  an  assurance  that  it  continues 
to  meet  eligibility  requirements  under 

§  624.2(b)(1)  through  (3)  or  34  CFR 
627.2(b)  or  (c). 

(20  U.S.C.  1058, 1061,  and  1064) 

§  624.41  Fiscal  requirements. 

A  grantee  shall  use  Federal  funds 
under  the  Institutional  Aid  Programs  to 
supplement — and  not  supplant — funds 
the  grantee  would  otherwise  have 
available  to  plan,  develop,  or  implement 
activities  to  become  self-sufficient. 

(20  U.S.C.  1066) 

§  624.42  Restrictions  on  the  use  of  funds. 

A  grantee  may  not  use  funds  under 
any  Institutional  Aid  Program  for  any  of 
the  following: 

(a)  Activities  other  than  those  in  its 
approved  application. 

(b)  Activities  that  are  inconsistent 
with  any  State  plan  of  higher  education 
applicable  to  the  institution. 

(c)  Activities  that  are  inconsistent 
with  a  State  plan  for  desegregation  of 
higher  education,  if  any,  applicable  to 
the  institution. 

(d)  A  school  or  department  of  divinity 
or  any  religious  worship  or  sectarian 
activity. 

(e)  General  operating  and 
maintenance  expenses. 

(f)  Indirect  costs. 

(g)  Construction  costs  except  for 
minor  remodeling  as  part  of  an  approved 
activity. 

(20  U.S.C.  1066, 1069b) 

Subpart  F  [Reserved] 

Subpart  G— What  Compliance 
Procedures  Does  the  Secretary  Use? 

§  624.60  Failure  to  maintain  eligibility. 

If  an  institution  does  not  continue  to 
meet  the  basic  eligibility  requirements 
under  §  624.2(b)(1)  through  (3)  or  34  CFR 


627.2(b)  or  (c)  during  the  grant  period, 
the  Secretary  terminates  the  grant., 

(20  U.S.C.  1058, 1061,  and  1064) 

‘  The  Secretary  adds  a  new  Part  625  to 
Title  34  of  the  Code  of  Federal 
Regulations  to  read  as  follows: 

PART  625— STRENGTHENING 
PROGRAM 

Sec. 

Subpart  A— General 

625.1  Strengthening  Program. 

625.2  Designation  of  eligibility. 

625.3  Waiver  of  E&G  requirement. 

625.4  Regulations  that  apply  to  the 
Strengthening  Program. 

Subpart  B— What  Kinds  of  Grants  Does  the 
Secretary  Award  Under  the  Strengthening 
Program? 

625.10  Types  of  grants  under  the 
Strengthening  Program. 

625.11  Allowable  activities. 

Subpart  C— How  Does  One  Apply  for  a 
Grant? 

625.20  Limitations  on  applications. 

625.21  Planning  grants  and  development 
grants. 

Subpart  D— How  Does  the  Secretary  Make 
a  Grant? 

625.30  General  rules. 

625.31  Funding  availability. 

Authority:  Title  III  of  the  Higher  Education 
Act  of  1965,  as  amended  by  Pub.  L.  96-374  (20 
U.S.C.  1057-1059  and  1066-1069c). 

Subpart  A— General 

§  625.1  Strengthening  program. 

(a)  The  Strengthening  Institutions 
Program  (referred  to  in  these  regulations 
as  the  Strengthening  Program)  assists 
eligible  institutions  of  higher  education 
to  become  self-sufficient  and  thereby 
strengthen  their  capacity  to  make  a 
substantial  contribution  to  the  higher 
education  resources  of  the  Nation. 

(b)  The  program  provides  funds  to 
help  the  institutions  referred  to  in 
paragraph  (a)  of  this  section  to  improve 
their — 

(1)  Academic  quality; 

(2)  Institutional  management;  and 

(3)  Fiscal  stability. 

(20  U.S.C.  1057) 

§  625.2  Designation  of  eligibility. 

(a)  The  Secretary  designates  an 
institution  of  higher  education  or  a 
branch  campus  as  eligible  to  be 
considered  for  a  grant  under  the 
Strengthening  Program  if — 

(1)  It  satisfies  the  basic  institutional 
eligibility  requirements  in  34  CFR  624.2; 

(2) (i)  At  least  35  percent  of  its 
undergraduate  students  who  were 
enrolled  as  at  least  half-time  students 
and  were  eligible  to  apply  for  Pell 
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Grants  in  the  base  year  received  Pell 
Grants  in  that  year,  and 

(ii)  The  Secretary  determines  that  the 
average  Pell  Grant  received  by  its 
students  in  the  base  year  was  greater 
than  the  average  Pell  Grant  received  by 
students  at  comparable  institutions  in 
that  year;  and 

(3)  The  Secretary  determines  that  the 
average  educational  and  general  (E&G) 
expenditure  per  full-time-equivalent 
(FTE)  undergraduate  student  in  the  base 
year  was  less  than  the  average  E&G 
expenditure  per  FTE  undergraduate 
student  at  institutions  that  offer  similar 
instruction. 

(b)  In  determining  institutional 
eligibility,  the  Secretary  gives  the 
factors  described  in  paragraphs  (a)(2)  (i) 
and  (ii)  of  this  section  double  the  weight 
the  Secretary  gives  the  factor  described 
in  paragraph  (a)(3)  of  this  section. 

(20  U.S.C.  1058) 

§  625.3  Waiver  of  E&G  requirement. 

(a)  An  institution  may  seek  a  waiver 
of  the  E&G  requirement  in  §  625.2(a)(3) 
by  submitting  to  the  Secretary  a  written 
statement  including  information  and  an 
explanation  as  to  why  the  Secretary 
should  grant  the  waiver. 

(b)  The  Secretary  may  waive  the  E&G 
requirement  in  §  625.2(a)(3)  if  the 
Secretary  determines  that — 

(1)  The  institution’s  failure  to  comply 
with  the  requirement  is  caused  by 
factors  that  distort  that  requirement 
with  regard  to  that  institution;  and 

(2)  The  institution’s  designation  as  an 
eligible  institution  for  this  program  is 
consistent  with  the  purposes  of  the 
program. 

(c)  Factors  that  the  Secretary 
considers  may  distort  an  institution's 
E&G  expenditures  per  FTE 
undergraduate  student  include,  but  are 
not  limited  to,  the  following: 

(1)  Low  student  enrollment. 

(2)  Size  of  the  campus. 

(3)  Location  in  an  unusually  high  cost 
of  living  area. 

(4)  High  energy  costs. 

(5)  An  increase  in  State  funding  to 
that  institution  in  order  to  comply  with  a 
desegregation  plan  for  higher  education. 

(20  U.S.C.  1067) 

§  625.4  Regulations  that  apply  to  the 
strengthening  program. 

The  following  regulations  apply  to  the 
Strengthening  Program: 

(a)  The  regulations  in  34  CFR  624. 

(b)  The  regulations  in  this  Part  625. 

(20  U.S.C.  1221e-3. 1057-1059,  and  1066- 
1069c) 


Subpart  B — What  Kind  of  Grants  Does 
the  Secretary  Award  Under  the 
Strengthening  Program? 

§  625.10  Types  of  grants  under  the 
strengthening  program. 

Under  the  Strengthening  Program  the 
Secretary,  subject  to  the  provisions  of  34 
CFR  624.35,  awards — 

(a)  Planning  grants; 

(b)  Short-term  development  grants  for 
a  period  of  one  to  three  years;  and 

(c)  Long-term  development  grants  for 
a  period  of  four  to  seven  years. 

(20  U.S.C.  1059) 

§  625. 1 1  Allowable  activities. 

The  Secretary  considers  applications 
for  grants  to  carry  out  any  of  the 
activities  listed  in  34  CFR  624.13(b)  or 
other  activities  that  meet  the  purpose  of 
this  program  as  described  in  §  625.1(b). 
(20  U.S.C.  1057  and  1059) 

Subpart  C— How  Does  One  Apply  for  a 
Grant? 

§  625.20  Limitations  on  applications. 

(a)  Regardless  of  whether  an 
institution  is  applying  for  a  grant 
individually  or  as  part  of  a  cooperative 
arrangement,  it  may  not  apply  in  the 
same  fiscal  year  for  a  short-term  (one- 
to-three-year)  development  grant  and  a 
long-term  (four-to-seven-year) 
development  grant 

(b)  An  institution  that  has  received  a 
long-term  development  grant  is 
ineligible  to  apply  for  another  grant 
under  this  part,  either  individually  or  as 
part  of  a  cooperative  arrangement 

(20  U.S.C.  1057  and  1059) 

§  625.21  Planning  grants  and  development 
grants. 

(a)  In  its  application  for  a  grant  under 
this  program,  an  applicant  shall — 

(1)  Indicate  whether  it  is  applying 
individually  or  under  a  cooperative 
arrangement  for — 

(1)  A  planning  grant; 

(ii)  A  short-term  (one-to-three-year) 
development  grant;  or 

(iii)  A  long-term  (four-to-seven-year) 
development  grant;  and 

(2)  Include  the  applicable  information 
required  under  34  CFR  624.21  and,  if 
appropriate,  624.23. 

(b)  If  the  application  is  for  a  planning 
grant,  the  applicant  shall  indicate 
whether  it  will  use  the  grant  to — 

(1)  Develop  its  long-range  plan; 

(2)  Develop  an  application  for  a 
development  grant;  or 

(3)  Develop  both  a  long-range  plan 
and  an  application  for  a  development 
grant 

(20  U.S.C.  1059, 1066) 


Subpart  D — How  Does  the  Secretary 
Make  a  Grant? 

§  625.30  General  rules. 

(a)  Using  the  procedures  in  34  CFR 
624.30,  the  Secretary  evaluates 
applications  for — 

(1)  Planning  grants  on  the  basis  of  the 
criteria  in  34  CFR  624.31;  and 

(2)  Development  grants  on  the  basis  of 
the  criteria  in  34  CFR  624.32  and  624.33. 

(b)  In  the  case  of  applications  for 
development  grants,  the  Secretary  gives 
special  consideration  to  applicants  that 
propose  to  carry  out  the  activities 
described  in  34  CFR  624.13(b). 

(20  U.S.C.  1057. 10661  and  1068) 

§  625.31  Funding  availability. 

(a)  If  sufficient  high-quality 
applications  are  received,  the  Secretary 
makes  available,  for  any  fiscal  year,  the 
following: 

(1)  For  awards  to  junior  or  community 
colleges,  not  less  than  24  percent  of  the 
funds  appropriated  under  this  program. 

(2)  For  awards  for  long-term 
development  grants,  not  less  than  25 
percent  of  the  funds  appropriated  under 
this  program. 

(b)  Each  year  the  Secretary  announces 
through  a  notice  in  the  Federal 
Register — 

(1)  The  amount  of  funds  that  will  be 
used  to  fund  long-term  development 
grants  under  this  program;  and 

(2)  Hie  maximum  amount  of  funds 
that  the  Secretary  may  award  to  a 
grantee  that  year  for  each  type  of  grant 
available  under  this  program. 

(20  U.S.C.  1069c) 

The  Secretary  adds  a  new  Part  626  lo 
Title  34  of  the  Code  of  Federal 
Regulations  to  read  as  foDows: 

PART  626— SPECIAL  NEEDS 
PROGRAM 

Subpart  A— General 

626.1  Special  Needs  Program. 

626.2  Designation  of  eligibility. 

626.3  Waiver  of  E&G  requirement 

626.4  Regulations  that  apply  to  die  Special 
Needs  Program. 

Subpart  B— What  Kinds  of  Grants  Does  the 
Secretary  Award  Under  the  Special  Needs 
Program? 

626.10  Types  of  grants  under  the  Special 
Needs  Program. 

626.11  Allowable  activities. 

Subpart  C — How  Does  One  Apply  tor  a 

Grant? 

626.20  Limitation  on  applications. 

626.21  Planning  grants  and  development 
grants. 
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Subpart  D— How  Does  the  Secretary  Make 
a  Grant? 

626.30  General  rules. 

626.31  Funding  availability. 

Subpart  E— What  Conditions  Must  a 
Grantee  Meet? 

626.40  Cost  sharing. 

Authority:  Title  III  of  the  Higher  Education 
Act  of  1965,  as  amended  by  Pub.  L.  96-374  (20 
U.S.C.  1060-1063  and  1066-1069c). 

Subpart  A— General 

§  626.1  Special  needs  program. 

The  Aid  to  Institutions  with  Special 
Needs  Program  (referred  to  in  these 
regulations  as  the  Special  Needs 
Program)  assists  institutions  of  higher 
education  to  become  self-sufficient  by 
strengthening  their  planning, 
management,  and  fiscal  capabilities. 

(20  U.S.C.  1060) 

§  626.2  Designation  of  eligibility. 

(a)  The  Secretary  designates  an 
institution  of  higher  education  or  a 
branch  campus  as  eligible  to  be 
considered  for  a  grant  under  the  Special 
Needs  Program  if — 

(1) (i)  It  satisfies  the  basic  institutional 
eligibility  requirements  in  34  CFR  624.2; 
and 

(ii)  In  the  case  of  a  branch  campus,  it 
is  located  in  a  community  different  from 
that  in  which  its  parent  institution  is 
located; 

(2) (i)  At  least  35  percent  of  its 
undergraduate  students  who  were 
enrolled  as  at  least  half-time  students 
and  were  eligible  to  apply  for  Pell 
Grants  in  the  base  year  received  Pell 
Grants  in  that  year; 

(ii)  At  least  35  percent  of  its 
undergraduate  students  who  were 
enrolled  as  at  least  half-time  students 
and  were  eligible  to  apply  for  student 
financial  assistance  under  one  or  more 
of  the  Gampus-Based  programs 
(Supplemental  Educational  opportunity 
Grants  Program,  National  Direct  Student 
Loan  Program,  and  College  Work-Study 
Program)  in  the  base  year  received 
assistance  under  the  Campus-Based 
programs  in  that  year,  and 

(iii)  The  Secretary  determines  that — 

(A)  The  average  Pell  Grant  received 
by  its  students  in  the  base  year  was 
greater  than  the  average  Pell  Grant 
received  by  students  at  comparable 
institutions  in  that  year;  and 

(B)  The  average  amount  of  assistance 
received  by  its  students  in  the  base  year 
under  the  Campus-Based  programs  was 
greater  than  the  average  amount  of 
assistance  received  by  students  under 
those  programs  at  comparable 
institutions  in  that  year, 

(3)  The  Secretary  determines  that  the 
average  educational  and  general  (E&G) 


expenditure  per  full-time-equivalent 
(FTE)  undergraduate  student  in  the  base 
year  was  less  than  the  average  E&G 
expenditure  per  FTE  undergraduate 
student  at  institutions  that  offer  similar 
instruction;  and 

(4)  It  has  an  enrollment  of  at  least  100 
FTE  students  during  the  academic  year 
in  which  it  applies  for  designation. 

(b)  In  determining  the  eligibility  of  an 
institution,  the  Secretary  gives  the 
factors  described  in  paragraph  (a)(2)  of 
this  section  the  same  weight  the 
Secretary  gives  the  factor  described  in 
paragraph  (a)(3)  of  this  section. 

(20  U.S.C.  1061) 

§  626.3  Waiver  of  E&G  requirement. 

(a)  An  institution  may  seek  a  waiver 
of  the  E&G  requirement  in  §  626.2(a)(3) 
by  submitting  to  the  Secretary  a  written 
statement  including  information  and  an 
explanation  as  to  why  the  Secretary 
should  grant  the  waiver. 

(b)  The  Secretary  may  waive  the  E&G 
requirement  in  §  626.2(a)(3)  if  the 
Secretary  determines  that — 

(1)  The  institution’s  failure  to  comply 
with  the  requirement  is  caused  by 
factors  that  distort  that  requirement 
with  regard  to  that  institution;  and 

(2)  The  institution's  designation  as  an 
eligible  institution  for  this  program  is 
consistent  with  the  purposes  of  the 
program. 

(c)  For  the  purposes  of  paragraph 
(b)(1)  of  this  section,  factors  that  the 
Secretary  considers  may  distort  an 
institution’s  E&G  expenditures  per  FTE 
undergraduate  student  include,  but  are 
not  limited  to,  the  following: 

(1)  Low  student  enrollment. 

(2)  Size  of  the  campus. 

(3)  Location  in  an  unusually  high  cost 
of  living  area. 

(4)  High  energy  costs. 

(5)  An  increase  in  State  funding  to 
that  institution  in  order  to  comply  with  a 
desegregation  plan  for  higher  education. 

(d)  For  purposes  of  paragraph  (b)(2)  of 
this  section,  factors  that  the  Secretary 
uses  in  determining  whether  an 
institution’s  designation  as  an  eligible 
institution  is  consistent  with  the  needs 
of  this  program  include  whether  the 
institution  has — 

(1)  Extreme  financial  limitations 
requiring  low  faculty  salaries,  low  cost 
of  instruction  for  students,  and  low 
library  expenditures; 

(2)  Little  or  no  endowment,  whether  or 
not  unrestricted; 

(3)  A  high  student-to-faculty  ratio; 

(4)  A  substantial  percentage  of 
students  receiving  need-based  Federal 
student  assistance; 

(5)  Limited  library  resources; 

(6)  A  low  percentage  of  faculty  with 
earned  doctoral  degrees; 


(7)  Poor  physical  facilities  and  limited 
resources  to  maintain  them; 

(8)  Little  or  no  support  from 
foundations,  alumni,  or  corporations; 

(9)  Limited  or  no  sponsored  research 
or  faculty  publications; 

(10)  An  inadequate  development 
office  and  a  limited  capacity  for  long- 
range  planning;  and 

(11)  Poor  or  inadequate  fiscal 
management  and  accounting 
procedures. 

(20  U.S.C.  1061  and  1067) 

§  626.4  Regulations  that  apply  to  the 
special  needs  program. 

The  following  regulations  apply  to  the 
Special  Needs  Program; 

(a)  The  regulations  in  34  CFR  Part  624. 

(b)  The  regulations  in  this  Part  626. 

(20  U.S.C.  1060-1063, 1066-1069C,  and  1221e- 

3) 

Subpart  B— What  Kinds  of  Grants 
Does  the  Secretary  Award  Under  the 
Special  Needs  Program? 

§  626.10  Types  of  grants  under  the  special 
needs  program. 

Under  the  Special  Needs  Program  the 
Secretary,  subject  to  the  provision  of  34 
CFR  624.35,  awards — 

(a)  Planning  grants  for  a  period  of  one 
year;  and 

(b) (1)  Long-term  development  grants 
for  a  period  of  one  to  five  years;  or 

(2)  Long-term  development  grants  for 
a  period  of  one  to  four  years,  in  the  case 
of  an  institution  that  has  previously 
received  a  planning  grant  under  this 
program. 

(20  U.S.C.  1062) 

§  626. 1 1  Allowable  activities. 

(a)  Planning  grants  may  be  used  only 
to  develop  a  long-range  plan  as 
described  in  34  CFR  624.22. 

(b)  Development  grants  may  be  used 
only  to  carry  out  the  activities  listed  in 
34  CFR  624.13(b). 

(20  U.S.C.  1060  and  1062) 

Subpart  C— How  Does  One  Apply  for  a 
Grant? 

§  626.20  Limitation  on  applications. 

An  institution  that  has  received  a 
long-term  development  grant  may  not 
apply  for  another  grant  under  this  part, 
either  individually  or  as  part  of  a 
cooperative  arrangement. 

(20  U.S.C.  1060  and  1062) 

§  626.2 1  Planning  grants  and  development 
grants. 

In  its  application  for  a  grant  under  this 
program,  an  applicant  shall — 
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(a)  Indicate  whether  it  is  applying 
individually  or  as  part  of  a  cooperative 
arrangement  for — 

(1)  A  planning  grant;  or 

(2)  A  long-term  development  grant; 

(b)  Include  the  applicable  information 
required  under  34  CFR  624.21;  and 

(c)  In  the  case  of  an  application  for  a 
development  grant,  provide  assurances 
to  the  Secretary  that  it  has  the  fiscal 
resources  to  pay  for  its  share  of 
assistance  beyond  the  second  year. 

(20  U.S.C.  1060, 1062,  and  1066) 

Subpart  D — How  Does  the  Secretary 
Make  a  Grant? 

§  626.30  General  rules. 

Using  the  procedures  in  34  CFR  624.30, 
the  Secretary  evaluates  applications 
for — 

(a)  Planning  grants  on  the  basis  of  the 
criteria  in  34  CFR  624.31;  and 

(b)  Development  grants  on  the  basis  of 
the  criteria  in  34  CFR  624.32  and  624.33. 
(20  U.S.C.  1060, 1066,  and  1066) 

§  626.31  Funding  availability. 

(a)  If  sufficient  high-quality 
applications  are  received,  the  Secretary 
makes  available,  for  any  fiscal  year,  the 
following: 

(1)  For  awards  to  junior  or  community 
colleges  with  special  needs,  not  less 
than  30  percent  of  the  funds 
appropriated  under  this  program. 

(2)  For  awards  to  institutions  with 
special  needs  that  have  historically 
served  substantial  numbers  of  black 
students,  not  less  than  50  percent  of  the 
amount  received  by  those  institutions 
under  the  Strengthening  Developing 
Institutions  Program  (SDIP)  for  fiscal 
year  1079.  This  amount  is  approximately 
$27,000,000  dollars. 

(b)  The  Secretary  considers 
institutions  that  have  historically  served 
substantial  numbers  of  black  students  to 
be  those  identified  by  the  National 
Center  for  Education  Statistics  in  its 
publication  entitled  “Traditionally  Black 
Institutions:  A  Profile  and  an 
Institutional  Directory. 

(c)  Each  year  the  Secretary  announces 
through  a  notice  in  the  Federal  Register 
the  maximum  amount  of  funds  that  the 
Secretary  may  award  to  a  grantee  that 
year  for  each  type  of  grant  available 
under  this  program. 

(20  U.S.C.  1069c) 

Subpart  E— What  Conditions  Must  a 
Grantee  Meet? 

§  626.40  Cost  sharing. 

The  Secretary  pays  the  entire  cost  of 
any  grant  for  the  first  two  years  of 
assistance  under  this  program.  After 
that  the  Secretary  pays — 


(a)  Ninety  percent  of  the  cost  in  the 
third  year; 

(b)  Eighty  percent  of  the  cost  in  the 
fourth  year;  and 

(c)  Seventy  percent  of  the  cost  in  the 
fifth  year. 

(20  U.S.C.  1063) 

The  Secretary  adds  a  new  Part  627  to 
Title  34  of  the  Code  of  Federal 
Regulations  to  read  as  follows: 

PART  627— CHALLENGE  GRANT 
PROGRAM 

Subpart  A— General 

Sec. 

627.1  Challenge  Grant  Program. 

627.2  Eligible  applicants. 

627.3  Regulations  that  apply  to  the 
Challenge  Grant  Program. 

Subpart  B— What  Kind  of  Grant  Does  the 
Secretary  Award  under  the  Challenge  Grant 
Program? 

627.10  Type  of  grant  under  the  Challenge 
Grant  Program. 

627.11  Allowable  activities. 

Subpart  C— How  Does  One  Apply  for  a 
Grant? 

627.20  General. 

Subpart  D— How  Does  the  Secretary  Make 
a  Grant? 

627.30  Evaluation  of  applications. 

627.31  Evaluation  of  applications  for 
continuation  awards. 

Subpart  E— What  Conditions  Must  a 
Grantee  Meet? 

627.40  Matching  requirements. 

Authority:  Title  III  of  the  Higher  Education 
Act  of  1965,  as  amended  by  Pub.  L.  96-374  (20 
U.S.C.  1064-1069c). 

Subpart  A— General 

§  627.1  Challenge  Grant  Program. 

The  Challenge  Grant  Program 
provides  Federal  financial  assistance  as 
an  incentive  for  eligible  institutions  of 
higher  education  to  seek  alternative 
sources  of  funding  to  become  self- 
sufficient. 

(House  Report  96-520.  96th  Cong.  1st  Sess., 
pp.  16-17,  (1979)) 

§  627.2  Eligible  applicants. 

(a)  An  institution  of  higher  education 
or  a  branch  campus  is  eligible  to  apply 
for  a  grant  under  the  Challenge  Grant 
Program  if — 

(1)  The  Secretary  has  designated  it  as 
an  eligible  institution  under  the 
Strengthening  Program  (34  CFR  625.2)  of 
Special  Needs  Program  (34  CFR  626.2); 
or 

(2)  The  Secretary  has  designated  it  as 
an  eligible  institution  under  paragraph 

(b)  or  (c)  of  this  seciton. 

(b)  The  Secretary  designates  an 
institution  of  higher  education  as  eligible 


to  be  considered  for  a  grant  under  this 
program  if  that  institution — 

(1)  Does  not  award  a  bachelor’s 
degree;  but 

(2)  Is,  and  has  been  for  the  five 
academic  years  preceding  the  academic 
year  for  which  it  seeks  assistance, 
legally  authorized  by  the  State  in  which 
it  is  located  to  provide  an  educational 
program  for  which  it  awards  a  graduate, 
postgraduate,  or  professional  degree; 

(3)  Awards  a  graduate,  postgraduate, 
or  professional  degree; 

(4)  Satisfies  the  requirements  of  34 
CFR  624.2,  othe  than  the  requirement  of 
§  624.2(b)(2);  and 

(5)  Would  have  qualified  as  an  eligible 
institution  under  34  CFR  625.2  or  626JJ  if 
the  requirement  of  34  CFR  624.2(b)(2) 
were  disregarded. 

(c)  The  Secretary  designates  an 
institution  of  higher  education  as  eligible 
to  be  considered  for  a  grant  under  the 
this  program  if  that  institution — 

(1)  Is  not  a  junior  or  community 
college;  and 

(2)  Does  not  award  a  bachelor's, 
graduate,  postgraduate,  or  professional 
degree;  but 

(3)  Is,  and  has  been  for  five  academic 
years,  preceding  the  academic  year  for 
which  it  seeks  assistance,  legally 
authorized  by  the  State  in  which  it  is 
located  to  provide  a  medical  education 
program; 

(4)  Makes  a  substantial  contribution 
to  medical  education  opportunities  for 
minorities  and  the  economically 
disadvantaged; 

(5)  Satisfies  the  requirements  of  34 
CFR“ 624.2,  other  than  the  requirement  of 
§  624(b)(2);  and 

(6)  Would  have  qualified  as  an  eligible 
institution  under  34  CFR  625.2  or  626.2  if 
the  requirement  of  §  624.2(b)(2)  were 
disregarded. 

(20  U.S.C.  1064) 

§  627.3  Regulations  that  apply  to  the 
challenge  grant  program. 

The  following  regulations  apply  to  the 
Challenge  Program: 

(a)  Unless  otherwise  indicated,  the 
regulations  in  34  CFR  Part  624. 

(b)  The  regulations  in  this  Part  627. 

(c)  Applicable  provisions  of  34  CFR 
Parts  625  and  626. 

(20  U.S.C.  1221e-3(a)(l),  1064) 

Subpart  B — What  Kind  of  Grant  Does 
the  Secretary  Award  Under  the 
Challenge  Grant  Program? 

§627.10  Type  of  grant  under  the 
challenge  grant  program. 

(a)  Under  the  Challenge  Grant 
Program  the  Secretary,  subject  to  the 
applicable  provisions  of  34  CFR  624.35, 
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awards  one  development  grant  to  an 
applicant  for  a  period  of  up  to  five  years. 

(b)  The  Secretary  does  not  award 
planning  grants  under  this  program. 

(c)  The  Secretary  may  award  a  grant 
under  this  program  to  an  institution  that 
is  simultaneously  receiving  funds  or  has 
previously  received  funds  under — 

(1)  The  Strengthening  Developing 
Institutions  Program  (SDIP);  or 

(2)  A  development  grant  under  the 
Strengthening  Program  or  the  Special 
Needs  Program. 

(20  U.S.C.  1064  and  1065) 

§  627. 1 1  Allowable  activities. 

(a)  If  an  institution  qualifies  for  a 
grant  on  the  basis  of  being  designated 
by  the  Secretary  as  eligible  under  the 
Strengthening  Program,  as  described  in 
34  CFR  625.2,  it  may  use  its  grant  to 
carry  out  only  those  activities 
authorized  under  the  Strengthening 
Program  (see  34  CFR  625.11). 

(b)  If  an  institution  qualifies  for  a 
challenge  grant  on  the  basis  of  being 
designated  by  the  Secretary  as  eligible 
under  the  Special  Needs  Program,  as 
described  in  34  CFR  626.2,  it — 

(1)  May  use  its  grant  to  carry  put  only 
the  activities  authorized  under  the 
Special  Needs  Program  (see  34  CFR 
626.11);  and 

(2)  Must  use  those  funds  for  the 
purpose  of — 

(i)  Achieving  greater  financial 
independence;  and 

(ii)  Eradicating  the  applicable 
conditions — 

(A)  Listed  in  34  CFR  626.3(d);.  and 

(B)  Discussed  in  the  application  for  * 
funds,  as  required  in  §  627.20(a)(2). 

(20  U.S.C.  1064  and  1065) 


Subpart  C— How  Does  One  Apply  for  a 
Grant? 

§  627.20  General. 

(a) (1)  In  its  application  for  funding,  an 
institution  shall  include  the  information 
required  under  34  CFR  624.21. 

(2)  In  the  case  of  an  applicant  that 
qualifies  under  this  part  on  the  basis  of 
being  designated  an  eligible  institution 
under  the  Special  Needs  Program,  the 
applicant  shall  discuss,  in  its 
application,  those  factors  listed  in  34 
CFR  626.3(d)  that  are  characteristic  of  its 
status  as  an  institution  with  special 
needs. 

(b)  In  its  application  for  funding,  an 
institution  shall  also  include  the 
following: 

(1)  Evidence  that  the  institution’s 
matching  funds  are  available  at  the  time 
it  submits  its  application.  The  applicant 
may  satisfy  this  requirement  by — 

(1)  Providing  a  list  of  the  source(s)  and 
the  amount  of  funds  each  source  is 
contributing  for  each  year  of  the  grant 
period;  and 

(ii)  Including  a  letter  of  commitment 
from  each  source  listed. 

(2)  An  assurance  that  all  matching 
funds  will  be — 

(i)  From  new  sources  previously 
unavailable  to  the  institution;  and 

(ii)  Used  to  carry  out  those  portions  of 
the  institution’s  long-range  plan  for 
which  funds  are  being  requested  under 
this  part. 

(c)  If  an  applicant  is  a  public 
institution,  it  shall  include  in  its 
application — 

(1)  The  comments  of  the  appropriate 
State  agency  responsible  for  higher 
education  in  its  State;  or 


(2)  A  statement  that  the  institution 
requested  the  State  agency  to  comment 
and  the  agency  failed  to  comment. 

(20  U.S.C.  1065. 1066,  and  House  Report  96- 
520,  96  Cong.  1st  Sess.,  p.  16  (1979)) 

Subpart  D— How  Does  the  Secretary 
Make  a  Grant? 

§  627.30  Evaluation  of  Applications. 

(a)  Using  the  procedures  in  34  CFR 
624.30,  the  Secretary  evaluates 
applications  on  the  basis  of  the  criteria 
in  34  CFR  624.32  and  624.33. 

(b)  In  awarding  grants  under  this  part, 
the  Secretary  gives  preference  to 
applications  from  institutions  that  are 
receiving,  or  have  received,  grants  under 
the  Strengthening  Program  or  Special 
Needs  Program. 

(20  U.S.C.  1065) 

§  627.31  Evaluation  of  applications  for 
continuation  awards. 

In  evaluating  an  institution's 
application  for  a  continuation  award, 
the  Secretary  looks  for  evidence  that  its 
matching  funds  are  available  at  the  time 
it  submits  its  application. 

(20  U.S.C.  1065) 

Subpart  E— What  Conditions  Must  a 
Grantee  Meet? 

§  627.40  Matching  requirements. 

A  grantee  must  match,  on  a  dollar-for- 
dollar  basis  from  new  non-Federal 
sources,  the  funds  it  receives  under  this 
program. 

(20  U.S.C.  1065) 
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